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Introduction
Veterinary practices are continually undergoing change in response to
scientific and economic activities. The types of services offered can change
over time in response to client needs. ' As with any industry, changes are dynamic
and a natural phenomenon for increasing or at least maintaining the income base.
Drug dispensing as a part of the veterinary practice is one element of change
currently receiving attention. Evaluation and discussion of this alternative is
occurring in the animal health field.
This report provides a regional comparison of drug dispensing levels by
veterinary practices and associated attitudes toward dispensing activities.
Information on potential future changes in the veterinary practice provides
valuable insight into likely industry changes and adjustments,. Information- on
future trends is important to veterinary product suppliers, veterinary
practitioners, animal producers, and future graduates of veterinary schools.
This study provides information on drug dispensing attitudes, pricing methods,
and dispensing methods. It also presents information on issues which respondents
felt impacted the economic well being of their clients and those which impacted
their practice. Comparisons are provided by area of the country.
Materials and Methods
A mail survey of 4,295 veterinary practices was conducted in twelve states.
States surveyed were California, Florida, Georgia, Illinois, Indiana,
Kansas, Missouri, North Carolina, Nebraska, Oklahoma, South Carolina, and
Texas. These states were selected for their representation of a diverse
cross-section of different types of agriculture. The -surveys were sent to a
random sample of members obtained from the American Veterinary Medical Asso
ciation. Approximately 34 percent of the survey were returned. The survey
was structured to obtain information on practice demographics, drug dispensing
methods currently used, veterinary' opinions toward drug dispensing, and
changes foreseen for the future in the veterinary practices. While the survey
was sent to food animal as well as mixed animal C50 percent companion, 50 per
cent food) practices thiS' report focuses on survey results from respondents
from food animal practices only.
For analytic purposes, the states were combined in the following four
regions:
(1) California
(2) Southeast (Florida, Georgia, North Carolina, South Carolina)
(3) Midwest (Illinois, Indiana, Missouri)
(4) Plains (Kansas, Nebraska, Oklahoma, Texas)
States are aggregated into a region which represents similar agricultural
areas.
Regions were analyzed to evaluate responses and determine if respondents
differed. To determine significant differences between regions, a contingency
table chi-square test was used. The null hj^othesis tested maintained that
there was not a difference in the distribution of responses of all of the
regions. From the chi-square statistics, p-values were determined and used to
indicate the significance of the hjrpothesis tests. Low p-values would indi
cate that the null hypothesis should be rejected. Response results are pro
vided in tabular form in the Appendix.
Results
Tables 1, 2, 3, and 4 provide information on drug dispensing methods and
markup levels used by the individual practices. Table 1 indicates that the
Plains region had the highest overall drug dispensing level while California
had the lowest drug dispensing level. Of the Plains respondents, 17 percent
indicated that they had an extensive level of dispensing and another 47 per
cent had a moderate level. This compares to the 21 percent who had a moderate
or greater level of dispensing in California. Comparable values are 41 per
cent for the Southeast and 52 percent for the Midwest practices. Of the
California operations, 32 percent had very little to no dispensing as compared
to 9.6 percent for the Plains practices.
Tables 2 and 3 show the markup levels for single and volume drug sales.
Table 2 indicates that respondents in the Southeast region had the highest
single drug sales markup where in excess of 30 percent of the sales had a
markup of 76 percent or more. California had the lowest single drug sales
markup where 3.6 percent of the respondents had a 10 percent or less markup.
The Midwest region and California had the highest volume drug sales mark
up while the Plains and Southeast regions had the lowest volume sales markup
(Table 3). For the midwest, 16.5 percent of the respondents used a markup of
41 percent or greater.^ This compared to 6.9 percent for the Southeast•and 9.6
percent for the Plains region. California respondents exhibited a wider dis
tribution of markup patterns. Fewer used the 21 to 40 percent markup while
more of the respondents used a markup of 20 percent or less or a markup of 41
percent or more. \
Variability of drug dispensing methods across regions is shown in Table
4. The combination of two or more methods was most predominate across all
regions. Mobile, vehicle dispensing was a major method in the California and
Southeast regions. Self-service was of relatively minor importance in all
'regions. A pharmacy was more predominant in the Midwest and Plains regions.
-Table 5 shows the major drug dispensing competitors faced by practition
ers. The major competitors for California practices were (in order of impor
tance) mobile drug distributors, feed stores, mail order distributors, and
other veterinarians. Major competitors for the Southeast practices were feed
stores, mail order distributors, mobile drug distributors, and dairy coopera
tives. For the Midwest practices the major competitors were mail order dis
tributors, feed stores, mobile drug distributors, and other veterinarians.
The major competitors for the Plains practices were feed stores, mobile drug
distributors, mail order drug distributors, and major pharmaceutical company
direct sales. Feed stores, mobile drug distributors, and mail order distribu
tors are major competitors in all regions.
Respondent opinions, toward large scale drug dispensing is presented in
Table 6. The Plains and. Midwest practices tended to favor large scale drug
dispensing more than the other regions with 60 percent of the respondents
either favoring or strongly favoring this practice. For the Southeast about
50 percent of the respondents favored or strongly favored large scale dispens
ing. California practices had the higheist level of opposition toward large
scale dispensing with 23 percent of the respondents either opposed or strongly
opposed.
Table 7 illustrates the respondent's opinions on the importance of eco
nomic issues affecting client well-being. All regions ranked the cash flow
position of producers as the most important issue. This was not significantly
different between regions. About half of all respondents indicated that this
was the predominant or most important issue . This should not be surprising
as client cash flow also impacts their ability to pay for veterinarian ser
vices and thus the practitioner cash flow. Low agricultural commodity prices
were the second most important issue in all regions except the Plains states.
For the Plains states, low commodity prices and cash flow problems were'
equally important. High agricultural production costs were of moderate impor
tance for all regions.^ However, California placed more importance on this
issue than did the other regions. California also placed less significance on
low agricultural commodity prices than did the other regions. Decreases in
land values were of little importance in all of the regions with the Midwest
and Plains placing more importance on this issue than the other regions.
Information on how respondents viewed economic factors affecting their
practice well-being is presented in Table 8. The California practices empha-
s
sized education of clients on the benefits of preventive veterinary practices
as the most important issue while the other regions emphasized- the loss in
number of medium and small farms as the most important issue. California and
Southeast respondents emphasized veterinary business management- capability as
an important issue. Of the California respondents, almost 70 percent placed
it either one or two.
Anticipated changes and adjustments by the veterinary practices is shown
in Table 9. All regions indicated that the number of veterinarians in their
practice will likely increase in the future. Depending on the region, between
15 to 20 percent of the respondents indicated that they plan on adding veteri
narians to their practices. Between 5 to 8 percent of the respondents indi
cated that they plan on decreasing the number of veterinarians in their prac
tice, Also, plans are to e:q)and the number of technicians and laboratory fac
ilities, The Southeast region indicated a significantly higher emphasis on
e:^anding surgery facilities, unloading facilities, dispensing rooms, and
small animal facilities. All regions indicated a significant increase in
small animal facilities while all of the regions except for California expect
significant increases in dispensing rooms. Thus, in general, it appears
that if expectations or plans materialize, the largest growth in veterinary
practices will be seen in Southeastern region.
Discussion
These projected changes have implications for the profession. Establish
ing drug dispensing as an integral part of the veterinary business was favored
by a large number of the respondents. Expansion into drug dispensing adds a
new dimension to veterinary practices. It creates the need for additional
management capabilities in areas such as inventory and capital management.
Questions such as the amount of money needed for optimal drug inventories will
need to be answered. Overinvesting in drug inventories is costly as excess
money is tied up in inventory reducing returns. At the same time, under-
investing in inventories will prevent growth of that segment of the business
to economic levels. If clients cannot obtain the drug needed they will soon
rely on other outlets for their needs. Dispensing adds a segment to the busi
ness requiring new business management skills. There appears to be great
diversity in markups presently used. Decisions on level of markup needed to
compete effectively in the dispensing markef will be needed. Markups which
are too low may build volume but lead to low profit levels while markups which
are too high will lead to low volume and profits as well.
A marketing service concept which has been growing in importance is that
of "one stop shopping". Adding activities such as drug dispensing to veteri
nary practices captures this concept. As farms become larger this concept
will likely grow in importance. For producers, being able to solve problems
in "one stop" has an economic value. However, to be successful in merchan
dising drug dispensing it needs to be treated as a profit center in itself.
I
It will not be successful to dramatically underprice one component of the bus-
iness (for example, veterinary fee) and hope to recoup it in a dramatic in
crease (markup) on drugs dispensed. There are economic limits which the
client will pay for the convenience of "one step shopping".
Issues affecting the economic well being of practices too have implica
tions for the practice. For example, farm size has been increasing over time.
This, while recognized as a problem, may point to needed adjustments in the
practice. Larger producers tend to increase use of veterinarians on a consul
tative basis. Development of the capability to effectively and efficiently
offer consulting services may be a needed adjustment for some practices. Less
time and effort may be needed in the types of services previously offered.
Another area of .concern was that of producer education on the value of
preventive medicine. This would necessitate the need to develop educational
programs aimed at food animal producers, A similar program may be useful at
the veterinarian level as well; focusing on the value of the services they are
providing to producers. Respondents also expressed the need for effective
business management capabilities. While this is related to the drug dispens
ing issue, it is much more since it involves all aspects of managing the prac
tice as a business entity. Perhaps these are also pointing to a need for
development of business management programs which are structured toward effec
tively and efficiently managing veterinary practices.
A majority of the respondents indicated that they foresaw only minor
changes in the future for their operation. However, about 20 percent indi
cated a likely increase in the number of veterinarians and/or technicians in
•the practice along with an increase in the facilities. Problems can accompany
increasing, operation size. It increases the need for effective personnel or
•people' management. Business organization too may change with an increase in
multiple owner practices. Capital management issues will also likely increase
as practice size (and usually investment levels) increases.
Summary
From this study» it appears that drug dispensing practices varies across
regions. In particular, statistically significant differences between regions
were found in the categories of drug dispensing level, single drug sales mark
up, volume drug sales markup, drug dispensing methods, jnajor drug dispensing
competitors, and opinions toward large scale drug dispensing. Another result
that can be derived from this study is that it appears that the veterinary
health care industry for food animals is expanding across all regions both in
size and numbers. However, the level of growth appears to vary across
regions.
Differences in drug dispensing appear to have been influenced by the eco
nomic issues facing the veterinary practice. In particular, California
appeared to be oriented to a lower level of dispensing than the other regions.
California practices also appeared to face a growing demand for the value of
preventive veterinary strategies for producers. This may imply that
California producers prefer to diagnose their animal's ailments and purchase
their own drugs for treatment. Diagnosis and compound purchases are indepen
dent actions.
Changes and adjustments in veterinary medicine practices can lead to in
creased demands by veterinarians for improved capabilities in business manage
ment techniques. This report identified some of the needs as in the areas of
labor management, business organization, capital management, and drug and sup
ply inventory management capabilities. An important issue before the profes
sion is how to meet these needs.
Appendix
Tables
Level
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Table 1
Drug Dispensing Level
Number of Responses
(percentages in parentheses)
California Southeast Midwest Plains
Do Not Dispense • 0 (0.0) 0^(0.0) . 6 C2.2) , 2 (0.7)
Very Little 27 C31.8) 12 (26.1) 28 (10.2) 29 (9.6)
Minimal 40 (37.1) 15 (32.6) 97 (35.3) 77 (25.4)
Moderate 14 (16.5) 15 (32.6) 117 (42.5) 143 (47.2)
Extensive 4 (4.6) • 4 (8.7) 27 (9.8) 52 (17.1)
TOTAL 85 46 275 303
K.Significant regional differences at .01 level.
Markup
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Table 2
Markup for Single Drug Sales 1
Number of Responses
(percentages in parentheses)
California Southeast Midwest Plains
< 10% 3 (3.6) 0 (0.0) 1 (0.4) 4 (1.3)
11 to 25% 14 (16.9) 6 (13.0) 20 (7.5) . 33 (11.0)
26 to 50% 30 (36.1) 11 (23,9) 139 (52.1) • 156 (52.2)
51 to 75% 18 (21.7) 15 (32.6) 56 (21.0) 55
•
GO
76 to 100% 16 (19.3) 13 (28.3) 45 (16.9) 43 (14.4)
> 100% 2 (2.4) 1 (2.2) 6 (2.1) 8 (2.7)
TOTAL 83 46 267 299
1^.Significant regional differences at .01 level.
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Table 3
Markup for Volume Drug Sales
Number of Responses
(percentages in parentheses)
Markup California Southeast Midwest Plains
< 10% 13 (17.6) 6 (13.6) 16 (6.4) 25 C8.8)
11 to 20% 24 (32.4) 13 (29.S) 73 (29.3) 114 (40.1)
\
21 to 30% 19 (25.7) 15 (34.1) 74 (29.7) 81 (28.5)
31 to 40% 8 (10.8) 7 (15.9) 45 (18.1) 37 (13.0)
41 to 50% 4 (5.4) 3 (6.9) 28 (11.2) 20 (7.0)
> 50% 6 (8.1) , 0 (0.0) 13 (5.3) 7 (2.6)
TOTAL 74 44 249 284
Significant regional differences at .01 level.
Location
Pharmacy
Mobile Vehicle
Self Service
Combination of
Above
TOTAL
13
Table 4
Drug Dispensing Methods
Number of Responses
(percentages in parentheses)
Midwest•
29 (19.8)
11 (4.0)
3 (1.1)
Plains
60 (19.8)
14 (4.6)
7 (2.3)
California
5 (5.9)
25 C29.4)
2 (2.4)
53 (62.3)
85
Southeast
A (8.7)
14 (30.4)
0 (0.0)
28 (60.9)
46
229 (84.2) 222 (73.3)
272 303
Significant regional differences at .01 level.
Competitor
lA
Table 5
Major Drug Dispensing Competitors
Number of Responses
(percentages in parentheses)
California Southeast Midwest Plains
Feed Store AO (23.A) 35 (29.2) 186 (2A.7) 203 (2A.3)
General Store 2 (1.2) 2 (1.7) . AA (5.8) 37 (A.4)
Dairy Cooperative 5 (2.9) 12 (10.0) 38 (5.0) 63 C7.5)
Drug Store 2 (1.2) 3 (2.5) 2A (3.2) " ,29 C3.5)
Mail Order
Distributor 25 (1A.6) 26 (21,7) 19A (25.7) 129 (15.A)
Mobile Drug
Distributor 60 (35.1) 20 (16.7) 139 (18.A)' 163 (19.5)
Pharmaceutical
Company Sale 13 (7.6) 8 (6.7) A6 (6.1) 113 (13.5)
Veterinarian 22 (12.8) 11 (9.0) 71 (9.A) 80 (9.6)
Other 2 C1.2) 3 (2.5) 12' (1.7) • 18 (2.3)
TOTAL 171 120 75A 835
1^.Significant regionall differences at .01 level.
Opinion
15
Table 6
Practitioners Opinion Toward Large Scale Dispensing'
Niunber of Responses
(percentages in parentheses)
California Southeast Midwest Plains
Strongly Favor 11 (13.1) 6 (13,.0) 53 (19 .1) 72 (23 .8)
Favor 22 (26.2) 17 (37,.0) 111 (39 .9) 108 (35 .8)
No Opinion 32 (38.1) 16 (34 .8) 78 (28 .1) 76 (25 .2)
Oppose 15 (17.9) 5 (10 .9) 31 (11 .2) 40 (13 .2)
Strongly Oppose 4 (4.7) 2 (4.:3) 5 (1. 7) 6 (2.10)
TOTAL 84 46 278 302
1„.Significant regional differences at .01 level
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Table 7 .
Issues Affecting Weil-Being of Clients
Number of Responses
(percentages in parentheses)
Rank California Southeast Midwest Plains
ISSUE NO. 1: CASH FLOW POSITION OF PRODUCERS
1 36 (50.0) 22 (50.0) 131 (52.6) 117 (44.2)
2 13 (18.1) 6 (13.6) 46 (18.5) 56 (21.1)
3 21 (29.2) 15 (34.1) 57 (22.9) 70 (26.4)
4 2 (2.7) 1 (2.3) 15 (6.0) 20 (7.5)
5 0 (0.0) 0 (0.0) 0 (0.0) 2 (0.8)
TOTAL 72 44 249 265
ISSUE NO. 2: LOW AGRICULTURAL COMMODITY PRICES
1 20 (29.A) 16 (38.1) 90 (36.7) 117 (44.8)
2 24 (35.3) 14 (33.3) 102 (41.6) 87 (33.3)
3 22 (32.4) 11 (26.2) 39 (15.9) 40 (15.3)
A 2 (2.9) 1 (2.4) 14 (5.8) 16 (6.1)
5 0 (0.0) 0 (0.0) 0 (0.0) 1 (0.5)
TOTAL 68 42 245 261
ISSUE NO. 3: HIGH AGRICULTURAL PRODUCTION COSTS
1 14 (20.6) 5 (11.4) 24 (9.9) 21 (8.1)
2 27 (39.7) 23 (52.3) 68 (28.0) 95 (36.5)
3 22 (32.4) 15 (34.1) 112 (46.1) 105 (40.4)
4 5 (7.3) 1 (2.2) 38 (15.6) 36 (13.8)
5 0 (0.0) 0 (0.0) 1 (0.4) 3 (1.2)
TOTAL 68 44 243 260
ISSUE NO.. 4: DECREASE IN LAND VALUES
1 0 (0.0) 0 (0.0) 8 (3.4) 9 (3.5)
2 2 (3.1) 0 (0.0) 21 (8.8) 20 (7.7)
3 3 (4.6) 2 (5.0) 31 (13.0) 41 (15.8)
4 59 (90i8) 37 (92.5) 173 (72.7) 187 (71.9)
5 1 (1.5) 1 (2.5) 5 (2.1) 3 (1.1)
TOTAL 65 40 238 260
'Significant regional differences at .01 level.
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Table 8 ' ^
Issues Affecting Economic Weil-Being of Veterinary Practice
Niunber of Responses
(percentages in parentheses)
Rank California Southeast Midwest Plains
-ISSUE'NO. 1: LOSS OF MEDIUM AND SMALL FARMS
1 9 (13.4) 21 (46.7) 156 (61.7) 152 (55.3)
2 11 (16.4) 7 (15.6) 43 (17.0) , 54 (19.6)
3 32 (47.8) 9 (20.0) 35 (13.8) 36 (13.1)
h 14 (20.9) 8 (17.7) 19 (7.5) 32 (11.6)
5 1 (1.5) 0 (0.0) 0 (0.0) 1 (0.4)
TOTAL 67 45 253 275
ISSUE NO. 2: PREVENTIVE VETERINARY EDUCATION OF PRODUCERS
1 37 (53.6) 11 (26.8) 37 (16.1) 50 (19.5)
2 18 (26.1) 15 (36.6) 97 (42.2) 73 (28.4)
3 5 (7.2) 8 (19.5) 64 (,27.8) • 79 (30.7) ^
A 8 (11.6) 7 (17.1) 30 (13.0) • 51 (19.8)
5 • 1- (1.5) 0 (0.0) 2 (0.9) 4 •C1.6)
TOTAL 69 41 230 257
ISSUE NO. 3: VETERINARY BUSINESS MANAGEMENT CAPABILITY
1 14 (21.5) 10 (23.8) 36 (15.6) 45 (17.7)
2 • 31 (47.7) 12.(28.6) 44 (19.1) 63 (24.8)
3 13 (20.0) 8 (19.0) 82 (35.7) 69 (27.2)
4 7 (10.8) 12 (28.6) 67 (29.1) 75 (29.5)
5 0 (0.0) 0 (0.0) 1 (0.5) 2 (0.8)
TOTAL 65 42 230 254
ISSUE NO. 4: INTEREST COSTS OF BUSINESS
1 10 (16.4) 0 (0.0) 15 (6.6) 25 (10.7)
2 16 (26.2) 8 (19.0) 42 (18.5) 61 (26.2)
3 18 (29.5) 17 (40.5) 53 (23.3) 58 (24.9)
A 17 (27.9) 17 (40.5) 113 (49.8) 88 (37.8)
5 0 (0.0) 0 (0.0) A (1.8) 1 C0.-4)
TOTAL 61 42 227 233
Significant regional'differences at .01 level for all four issues.
Direction
Increase
Decrease
No Change
TOTAL
Increase
Decrease
No Change
TOTAL
Increase
Decrease
No Change
TOTAL
Increase
Decrease
No Change
TOTAL
Increase
Decrease
No Change
TOTAL
Increase
Decrease
No Change
TOTAL
18
Table 9
Changes Anticipated for Future
1
Number of Responses
(percentages in parentheses)
California Southeast Midwest
NUMBER OF VETERINARIANS
17 (20.5)
A (A.8)
62 (7A.7)
83
6 (1A.6)
3 (7.3)
32 (78.1)
A1
A6 (16.9)
23 (8.5)
203 (7A.6)
272
NUMBER OF TECHNICIANS
12 (15.6)
1 (1.3)
6A (83.1)
77
7 (18.-9)-
0 (0.0)
30 (81.1)
37
A1 (16.9)
5 (2.1)
196 (81.0)
2A2
Plains
A7 (16.0)
17 (5.8)
230 (78.2),
29A
5A (19.7)
9 (3.3)
211 (77.0)
27A
LABORATORY FACILITY
17 (23.6) 15 (36.6) 71 (28.4) 65 (23.6)
0 (0.0) 1 (2.A) 1 (O.A) 0 (0.0)
55 (76.A) 25 (61.0) • 178 (71.2) 210 (76.A)
72 A1 250 275
7 (10.3)
0 (0.0)
61 (89.7)
68
3 (A.8)
1 (1.6)
63 (93.6)
67
6 (8.6)
1 (l.A)
63 (90.0)
70-
SURGERY FACILITY
13
1
25
39
(33.3)
(2.6)
(6A.1)
28 (11.2).
3 (1.2)
218 (87.6).
2A9
•UNLOADING FACILITY
8
2
26
36
(22.2)
(5.6)
(72.2)
DISPENSING ROOM
17
0
21
38
(AA.7)
(0.0)
(55.3)
32 (13.2)
1 (O.A)
209 (86.A)
2A2
67 (26.9)
3 (1.2)
179 (71.9)
2A9
59 (20.9)
3 (1.1)
220 (78.0)
282
38 (13.8)
1 (O.A)
236 (85.8)
275
59 (21.3)
3 (1.1)
215 (77.6)
277
Increase
Decreass
No Change
TOTAL
19
SMALL ANIMAL FACILITY
9 (14.3) 13 (38.2) 55 (22.2) 60 (22.0)
0 (0.0) •2 (5.9) 2 (0.8) 3 (1.1)
54 (85.7) 19 (55.9) 191 (77.0) 210 (76.9)
63 34 248 273
^Differences in surgery facility, unloading facility, and dispensing room
significant at .01 level. Differences in small animal facility significant
at .02 level. Differences in laboratory facility significant at .20 level.
Differences in number' of veterinarians and technicians significant at .80
level.
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